STATE OF MAI NE Docket No. 98-929
PUBLI C UTI LI TI ES COWM SSI ON
December 1, 1998

PUBLI C UTI LI TI ES COW SSI ON NOTI CE OF | NQUI RY
I nquiry into Bul k Power System

Adm ni stration and Settl enment

Systemin Northern M ne

VELCH, Chairnman; NUGENT and DI AMOND, Conm ssioners

l. SUMMARY

In this Notice, we initiate an inquiry into the structure
and operation of a bulk power system adm nistrator (BPSA) and
retail settlement systemfor certain parts of Maine that are
electrically separated fromthe New England power grid. The
primary purpose of this inquiry is to establish a procedural
vehicle to consider efforts already being undertaken by northern
Maine utilities to establish structures necessary for retai
access to proceed in that part of the State.

11. BACKGROUND

During its 1997 session, the Legislature fundanentally
altered the electric utility industry in Miine by deregul ating
el ectric generation services and allowng for retail conpetition
begi nning on March 1, 2000.' At that tinme, Maine's electricity
consuners will be able to choose a generation provider froma
conpetitive market. As part of the restructuring process, the
Act requires utilities to divest their generation assets and
prohibits their participation (except through unregul ated
affiliates) in the generation services market.

Four of Maine's electric utilities? are currently connected
to the New England electric grid through the New Brunswi ck Power
Corporation (NBP) transm ssion system Electricity generators
that are not |ocated in northern Maine nmust secure transm Ssion
services through NBP. In addition, providers nust either
transport power over the Maine - New Brunsw ck transm ssion
interface (the MEPCO line), which often has limted transfer
capability, or schedule transm ssion through both Hydro Quebec
and New Brunsw ck. Because this region is not electrically

1An Act to Restructure the State’'s Electric Industry (the
Act), P.L. 1997, ch.316 codified as 35-A MR S. A § 3201-3217

The utilities are Maine Public Service Conpany (MS),
Houl t on Water Power (HWP), Van Buren Power and Light (VBPS), and
Eastern Mai ne El ectric Cooperative (EVEQ
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connected to the New England electric grid, systens in place in
the rest of New Engl and necessary for a workabl e conpetitive
environnent (e.g., an independent system operator and settl enent
systen) do not yet exist in northern Mine.

Recently, the four utilities in northern Maine, with
participation by NBP, have formed the Northern M ne Wrking
Goup to investigate the establishnent of a BPSA and a settl enent
system?® as well as other nechanisns and processes necessary to
i npl enment a conpetitive retail electricity market in the region.
In addition, NBP has proposed several actions it could take to
pronote nore effective conpetition in the region

I11. PROCESS FOR CONDUCTING PROCEEDING

Because the establishnment of a BPSA is necessary if retai
conpetition is to occur, we direct the northern Maine utilities
to continue their efforts to develop a proposal for a BPSA and
settlenment systemfor their collective service areas. |n doing
so, we encourage the four utilities to solicit and consider input
fromlikely market participants, including NBP, Hydro-Qebec,
conpetitive electricity providers (both generators and marketers)
likely to operate in the region, and custonmer groups. The
northern Maine utilities should file their proposal no | ater than
February 15, 1999. The proposal should describe the benefits and
ri sks associated with the BPSA structure that is proposed,
alternatives to the proposal and the benefits and risks of those
alternatives, and a tine franme for inplenenting the proposed
BPSA. In addition, the utilities should include a prelimnary
assessnment of the costs and benefits of becom ng part of the
| SO NE control area and the process necessary to acconplish it.*
We encourage the northern Maine utilities to continue their
communi cations with our staff as to their progress in devel opi ng
t he proposal .

The proposal shoul d address the follow ng i ssues and any
others that the four utilities identify as inportant to the
decision of howto inplenment a BPSA in the region. To the extent
t he proposed BPSA does not address one of these issues, the
proposal should discuss the reasons for the om ssion. These
i ssues i ncl ude:

1. Generation scheduling

3The Comm ssion's Chapter 321 ("Load Obligation and
Settlement Cal culations for Conpetitive Providers of
Electricity”) does not establish a settlenment procedure for
nort hern Maine.

“This issue is discussed in the report entitled "Conpetition
and Market Power in the Northern Maine Electricity Market."
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N

Fi nanci al settlenent anong conpetitive electricity
provi ders

Bi ddi ng process and spot market operation

Mar ket power nonitoring and mtigation

| ndependence of the BPSA

Transm ssi on access and pricing

oukw

The Comm ssion may distribute the proposal and report for
coments by interested persons and may request additional
information if necessary. Upon consideration of all relevant
information, the Conm ssion will determ ne what further action is
necessary to inplenent a BPSA and retail settlenment systemin
nort hern Mai ne.

IV. INQUIRY PROCESS

Accordi ngly, we

ORDER
1. That an Inquiry shall be opened as described in the
body of this Notice;
2. That this Notice shall be sent to the service |list of

el ectric restructuring, Docket No. 95-462;

3. That this Notice shall be sent to the service |list of
Docket No. 97-586 ("Study of Northern Maine Connections to the
New Engl and Gid"); and

4. That this Notice of Inquiry will be posted on the
Comm ssion’s website, http://ww state. ne. us/npuc.

Dat ed at Augusta, Maine this 1st day of Decenber, 1998.
BY ORDER OF THE COWM SSI ON

Dennis L. Keschl
Adm nistrative Director

COWM SSI ONERS VOTI NG FOR: Wl ch
Nugent
D anmond



